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ABSTRACT 

The General Accounting Office reviewed the Department 
of Labor’s (DOL) implementation of the North American Free Trade 
Agreement Transitional Adjustment Assistance (NAFTA“TAA) program to 
see whether the DOL had corrected the shortcomings of the original 
-Trade Adjustment Assistance (TAa) . program. (An earlier study had 
shown that the TAA program had a number of problems: was often slow 
in reaching workers, was not equally accessible to all workers, 
allowed the liberal use of training waivers, may not have tailored 
services, did not provide ongoing support, did not link training with 
job opportunities, and lacked a system to monitor performance and 
effectiveness.) An analysis was made of the DOL * s efforts to shorten 
the timeframe for certification, include states in the certification 
process, broaden eligibility requirements, and tie income support 
more closely to retraining and eliminate waivers. Data were gathered 
through discussions with program and union officials, analysis of 
petitions, and site visits. The evaluation found that the DOL has 
addressed a number of shortcomings. For example, the DOL shortened 
its worker certification timeframe to 40 days or less. In addition, 
the states’ added role in the certification process ensured rapid 
response services for workers who filed a petition. Workers affected 
secondarily by NAFTA, however, may find it difficult to access 
benefits because of limited guidance, unclear authority, and a slow 
and cumbersome funding mechanism. Finally, in implementing NAFTA-TAA, 
the DOL did not address other shortcomings such as the lack of 
ongoing support, followup, and performance monitoring. (Contains one 
figure and one appendix with a map detailing the scope of the study) . 
(KC) 
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United States 

General Accounting Office 

Washington, D.C. 20548 



Health, Education, and 
Human Services Division 

B-259260 

November 28, 1994 

The Honorable Collin C. Peterson 
Chairman, Employment, Housing 
and Aviation Subcommittee 
Committee on Government Operatioirs 
House of Representatives 

Dear Mr. Chairman; 

In Januai-y 1994, the Department of Labor hnplemented a new program to 
assist workers who lose their jobs as a result of the North American Free 
Trade Agreement (naita).' In developing the new nafta Transitional 
Adjustment Assistance (naft.a-t.aa) program. Labor used the existing Trade 
Adjustment Assistance (t.aa) program as the model. 

However, in congressional hearings prior to the ratification of the naita 
treaty, our office and the Department of Labor’s Inspector General 
identified several shortcomings in the exi.sting ta.\ program that should be 
addressed in any program implemented to assist NAPT-A-affected w’orkers.- 
In particular, we noted that the t.aa program (1) was often slow in reaching 
workers, (2) was not equally accessible to all workers, (3) allowed the 
liberal use of training waivers, (4) may not have tailored services, (5) did 
not provide ongoing support, (6) did not link training with Job 
opportunities, and (7) lacked a system to monitor performance and 
effectiv'eness. In response. Labor promised to consider these shortcomings 
in the implementation of the nafta-taa program. 

Because you believe that an effective dislocated worker program is 
particularly important in view of naft.a, you asked us to do a preliminai’y 
review of Labor's effort to make the changes needed to provide services to 
N.Ai-T.A-affected workers. More specifically, we are reporting on Labor s 
efforts to shorten the time frame for certification, include states in the 
certification process, broaden eligibility requirements, and tie income 
support more closely to retraining and eliminate waivers. To respond to 
your request, we spoke with program and union officials, analyzed petition 
data, and visited several states to observ’e whether the shortcomings in the 
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Results in Brief 



Background 



TAA i)rogram had been addressed in the implementation of nai-ta-taa (see 
app. I for details on our scope and methodology). 



In summary, we found that Labor has addressed a number of short comings 
that may have affected the nafta-taa program. For example, Labor 
shortened its worker certification time frame, resulting in almost all 
(94 percent) of the nafta-taa determinations being made in 40 days or le.ss. 
We also found that the state’s added role in the certification process 
ensured rapid response sendees for workers who filed a petition. 

Although Labor broadened the nafta-ta.a program’s eligibility 
requirements to include secondary workers (thosf ' rdirectly affeett'd by 
NAFTA), limited guidance, unclear authority, and a . - and cumbersome 
funding mechanism may make it difficult for such workers to access 
benefits. In addition, while :;afta-taa more closely tied cash benefits to 
training by eliminating waivers and requiring workers to eiuoll in training, 
these restrictions have resulted in some workers recei\ing incomplete 
assessments and remedial assistance, and a limited mix of semces. 

Finally, in implementing nafta-taa. Labor did not address other 
shortcomings such as the lack of ongoing support, follow-up, and 
performance monitoring. While Labor has encouraged closer coordination 
between federal dislocated worker programs, it has not fonnally required 
states to track participants. 



The nafta-t.aa program, which was implemented in January' 1994 tf) assist 
workers dislocated from firnis because of increased imports from or 
production shifts to Mexico and Canada, provides benefits in addition to 
those available under the Economic Dislocation and Worker Adjustment 
Assistance (edw.aa) program.^ The nafta-t.aa certification process for 
dislocated workers to receive benefits begins when three or more workers 
or an authorized representative files a petition with the go\ enior of the 
state in which the affected workers’ firm is located. 



*ICF)WAA {hv pnncipal job training program for ciislocatod workers. It operates m all states, 
pronding a wnde range of reemploymonr assistance including classroom training, on-the-joh traiiimg 
and search iLSsistance. In 1903. the latest year for which program data were available, fundim: o! 

million prinided assistance to about 202,000 workers. For a discussion of the KPWW and T.\ \ 
progiams, see Dislocated Workers: Comparison of Assistance Programs lGA()/HHD-}/2-l'dH!\. 

Sept. 10 \0i)2)~ 
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Within 10 days of receiving a petition, the governor is to make a 
preliminary finding concerning eligibility for federal dislocation services. 

At that time, individuals are considered eligible for the edwaa program and 
are to receive rapid response and basic read,justment services. Within 30 
days of receiving the preliminary eligibility finding from the governor, 
Labor is to review' the petition and make a final determination regarding 
certification eligibility. Within the first 9 months of the program, 251 
petitions were filed in 37 states and 1 16 petitions were certified by Labor, 
These certified petitions covered approximately 12,000 workers. 

In addition to the edw.aa rapid respons*^ and basic readjustment sendees, 
workers certified by Labor are eligible to receive job search and relocation 
assistance, job training, and cash benefits, nai-ta-t.-va cash benefits equal 
the weekly unemployment benefits paid by the state and begin 
immediately after these state benefits have been exhausted. These benefits 
continue for an additional 52 weeks, but only if the certified workers are 
enrolled in an approved training program w-ithin one of two deadlines. 
These deadlines are enrollment in an approved training program by (1) the 
last day of the 16th week of their initial unemployment insm'anee eligibility 
or (2) the last day of the 6th week after certification, whichever is later. 
NAm-T.-VA provides training waiv'ers of 30 days for workers who want to 
receive the extended cash benefits, but only if extenuating circumstances 
exist. 

In addition. Labor recognized the need for ttssistance to secondaiy 
workers adversely affected by nai-ta. Secondary workers include those 
who supply or assemble products produced by directly affected firms 
certified under nait.v-t.-v-v. For example, workers vv'ho produce automobile 
bumpers but do not work directly for the company affected by the 
increased imports in cars are eligible to file a petition,^ 



Labor Certification 
More Timely 



We found that the timeliness of the certification process has improved. 
During the first 9 months of the program, Labor completed 94 percent of 
its deteiTTiinations within 40 days from the date the petition was filed. 
Under t.va. Labor had 60 days from the date the petition was filed to certify 
workers. In the initial months of the program. Labor officials told us they 
were able to complete the investigations under the shortened time frames 
because many of the certifications had been shifts in production, which 
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inelude (’(Ttiried Workers not eli>Jible for unemploytneni roinpen nation and those who were unable to 
meet the training enrollment deadlim* 
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ai'e not difficult to determine compared with certifications invohnng 
determinations of adverse impact from, foreign imports. In addition, Labor 
officials told us that the states’ role has, in effect, pro\ided Labor with 
additional field staff to collect the required data. 

Wdiether Labor will continue to meet the shortened time frames may 
depend on the number of petition filings. During the first 9 months of the 
program, only 251 petitions were filed (see fig. 1). By comparison, over 
1,100 TA.\ petitions were filed during the same time frame. 



Figure 1; NAFTA-TAA Petitions and 
Certifications, by Month 



55 Number of Petitions 



50 
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NAFTA Petitions Denied 
NAFTA Pent'Ons Certified 



Before the ratification of nafta, Labor officials predicted that nappa 
dislocations v/ould be liinited during the first 18 months of the program. 
Officials cited a number of reasons, including their belief that labor-market 
changes would develop gradually. In the state we \isited with few 
N.\FTA-TAA filings. State officials cited a number of reasons for the low 
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number of nafta-t.\.\ petitions, including improved loccd economies and 
that s'T ie industry shifts had already occurred. 

However, some union officials voiced concerns that the lack of program 
awareness and outreach in some areas might limit the number of petitions 
filed. Union officials told us that in some of the states they visited, petition 
forms were not readily available in loccd employment service offices and 
that employment service staff were not aware of the NtAFT.^-TAA program. 

We found that program awai-eness and outreach varied in the states we 
visited. One state used a number of mechanisms to infonn workers of the 
NAFTA-T.AA. program, including posters, a recorded message for callers 
waiting on hold for the state's unemployment department, and 
infomiational letters that were distributed with unemplojmient checks. 
Howev er, in another state, w’e found limited information at both the state 
and local levels. A worker told us that petitions were not available at the 
local employment service office and that officials provided little assistance 
in response to her inquiries. Local providers, serving certified workers, 
told us they received little guidance from the state and knew very little 
about the program 

Labor officials told us that there is no basis for determining wiiether the 
number of n.\fta-t.a.v petitions filings is low. How'ever, they agreed that 
states might vary in the outreach provided to affected w’orkers. Labor 
officials also told us they did not receive additional funding or staff with 
which to provide technical assistance to the states in the implementation 
of the n'AFTa-t.aa program. They added that outreach is the responsibility of 
the states and that Labor can only encourage states to provide outreach to 
affected workers. 



.i. o^lp Frimirp^ found that the states’ role in the certification process ensures 

oldie nuie nd is lll es intervention in the form of rapid response services for workers filing a 

Intervention nafta-ta.\ petition. All dislocated workers are eligible for e:d\vaa services 

regardless of the reason for the dislocation. In three states w’e visited, 
officials told us that most NAFTA-affected workers received rapid response 
and other eowaa services before they filed a petition. But, in those 
instances in which the state was not aware of the dislocations, the filing '"f 
a NAFi'A-T.-VA. petition ensured that workers received rapid re.sponse and 
other basic reavijustment services. 
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For two of the four petitions we tracked, the filing of a nafta-taa petition 
alerted state officials to the closures. In these cases, state officials told us 
they were unaware of the dislocations until the petitions were filed. Once 
th( petitions were filed, the states provided workers the rapid response 
and basic readjustment services available under edwaa. In the other two 
states, the .napta-t.aa petitions were filed after a rapid response meeting in 
which infonnation on the napta-taa program was distributed to workers. 



Benefits May Not Be 
Accessible to All 
Eligible Workers 



K.AFTA-TAA broadened eligibility requirements to include secondary workers 
from finns indirectly affected by nafta, as well as other certified workers 
such as those who are ineligible for state unemployment compensation. 
However, state officials told us these v/orkers may have difficulty 
accessing their benefits. 

The state officials believed that accessing these benefits might be difficult 
because of limited guidance from Labor, unclear authority, and a slow and 
cumbersome funding mechanism. For example, they told us that Labor has 
not provided regulations that clearly define secondary workers. They also 
said that Labor has not indicated who has the authority or responsibility 
for identifying potentially eligible workers. Furthermore, the officials said 
that NAFtA-TAA does not provide an expedited process to obtain funds 
under a process that has pre\1ously been slow and cumbersome. The 
officials told us that these barriers act as a disincentive to outreach and 
hinder service to secondary workers. 

A Labor official said that during the first 9 months of the program, 
secondary workers had only filed one petition under nafta-ta.\. 
Additionally, a state official told us that one group of NAFTA-TAA-certified 
workers who were ineligible for unemployment insurance benefits in that 
state had requested assistance under edwaa. State officials involved in 
both petitions told us that these workers had difficulty accessing benefits. 
In one instance. Labor took about 30 days to deny one group of workers 
NAFTA-TAA primaiy certification and then another 30 days to certify them as 
secondarily impacted. 

In the other case, a group of workers was certified under n.\ft.vtaa but 
was found ineligible for state unemployment insurance and thus ineligible 
for NAFTA-TAA cash benefits. Subsequently, state officials submitted a 
request for assistance under edw/\a. It took Labor over 90 days to make a 
decision regaixling this request. A state official told us that as a result of 
the delay, several workers had dropped out of the program. 
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Benefits More Closely 
Tied to Training, but 
Restrictions Hamper 
Tailoring 



Labor acknowledged that the nai^'a-taa program for secondaiy workers 
needs to be improved. Labor officials agreed that the definition of 
secondary workers needs clarification and the process for identifying 
these workers improved. However, they told us that they do not believe 
these problems have resulted in the lack of petition filings by secondary 
workers. They believed that few secondary workers have been affected by 
NAFTA because most of the firms certified to date have been small 
businesses who have few, if any, suppliers. 



The NAFT.A-T.v\ law more closely tied income benefits to adjustment 
assistance by eliminating waivers and requiring participants to enroll in 
training. However, these requirements might hamper the tailoring of 
services to some affected workers. Specifically, n.-\1'TA-t.\a required that for 
certified workers to receive cash benefits, they must be enrolled in an 
approved training program by the last day of the 16th week of their initial 
unemployment insurance eligibility or the last day of the 6th week after 
certification, whichever is later.'^ WTiile linking cash benefits to training 
helps to ensure that workers get the assistance needed, especially with 
delays in notification, NAtT.vT.\.\ restrictions have resulted in some 
participants recemng incomplete assessments and remedial assistance, 
and a limited mix of services. 

An effective independent assessment of worker skills and interests is key 
in detennining what training is most effective for dislocated workers. 
However, we found that the 16/6-week enrollment deadline shortened or 
eliminated assessments for some workers, especially those who 
experienced delays in nafta-t.\.-\ eligibility notification. In one of the states 
we \isited, the state did not notify workers of their naft.a-taa eligibility 
until 2 weeks after Labor’s certification. As a result, these participants had 
only 2 weeks to enrol’ in training before classes began; because of the 
16/6-week enrollment requirement, these partic ’pants could not wait until 
the following semester to enroll. Local officials told us that this did not 
leave time for in-depth assessment. In another state, many of the 
NAFTA-T.\A-certified workers did not receive any asse'^sment because of 
time restrictions. Many of these workers signed up for training that was 
available and conveniently located, without the benefit of a full 
assessment. 



Training appro\i*d whnn il is (h-tcnnincti i hai no suiMhlr rm[)lo\iiH*nt (’xist.s. the workrr will 
hriuTu l;om lht» training, training will likt-ly result in employment, training is available from an 
apjiropnale sehottl ttr other source, (he wttrker is (|ualitied to niidenake and romplele th«‘ training, and 
thi‘ training is suilaiilt* f<ir the work(*r and avaihiblr at a n*asonabIe eosi 
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Other Shortcomings 
Not Addressed 



We also found that for some workers, the shortened time frame limited the 
amount of remedial training a worker received before having to enroll in 
NAi>TA-T,'V\-approved training. For example, in one of the states we visited, a 
group of certified workers who scored below a 12th grade level in reading 
and math during n.afta-taa assessment were enrolled in college-level 
courses before they were ready. One of the workers we spoke with during 
our visit said that as a result, he was having significant difficulty in his 
studies. Further, the local provider serving these workers told us that 
because of shortened remedial preparation, some of these workers might 
not complete the training. 

The elimination of training waivers also limited the mix of services 
available for NAFTA-affected workers. State and local officials told us that 
training might not be needed for all participants. They said that some 
workers preferred job search or other reacljustment activities but enrolled 
in classroom training to receive their extended cash benefits. Officials told 
us that to better tailor assistance, other readjustment services should also 
be allowable links for receiving income-support assistance. 

In addition. Labor officials we spoke with said that the 16/6-week 
enrollment deadline had resulted in some certified workers not receiving 
any nafta-taa services. They told us that one group of workers, through no 
fault of their own, missed both the 6- and the 16-week enrollment deadline. 
In this instance, workers were not laid off at the time of certification. In 
addition, they had experienced a separation earlier in the year. At the time 
of their final separation, 6 weeks had passed since their nafta-ta.<v 
certification and 16 weeks had passed since their initial lay-off 
Consequently, these workers were found ineligible for the nafta-taa 
program. 

Labor officials believ'ed that training and income support should be linked, 
but they also have recognized that the 16/6-week training enrollment 
deadline has resulted in a number of problems for some workers. Officials 
from Labor’s Office of Trade Adjustment Assistance told us they have 
suggested changing the training enrollment requirement from the 16th 
week of the initial separation to the 16th week of the final separation. 
However, no further action has been taken. 



*^5 previously discussed, we and the Department of Labor’s Inspector 
General identified several shortcomings that should be addressed in the 
implementation of the nafta-taa program. However, while Labor 
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addressed some of these shortcomings, other concerns, such as lack of a 
system to monitor perfonuance, were not addressed. Like t.\a, the 
N'AFT.\-T.\A program does not require ongoing support, follow-up, or a 
system to monitor performance. 

In the states we visited, we found that ongoing support, follow'-up, and 
tracking for nafta-taa provided to participants varied. For example, in one 
state, NAPTA-TAA participants were routinely co-enrolled in edw.aa. In 
another state, napta-taa participants were co-enrolled in edwaa when 
funding was available. Officials in these two states told us that NAFT.A-mA 
participants who were co-enrolled in edwaa received routine contact and 
encouragement after they entered training. Also, co-enrolled participants 
were tracked and monitored during training, and their employment status 
was verified after completion. In contrast, officials in the other two slates 
said they did not follow up on taa or nafta-taa participants’ training 
completion or track their subsequent employment because this follow-up 
was not required. 

Labor recognizes the advantages of co-enrollment in the deliver^' of 
services to trade-certified workers. In a guidance letter dated August 19, 
1994, Labor encouraged, but did not require, all states to dual enroll t.aa 
and EDWAA participants. In this letter. Labor also stated that co-enrollment 
would address some of the concerns previously identified, including the 
follow-up and tracking of participants. 



We did our work between April and October 1994 in accordance with 
generally accepted government auditing standards. As you requested, we 
did not obtain written agency comments on a draft of this report. We did, 
however, discuss this report with Department of Labor officials and have 
incorporated their comments where appropriate. 

,As requested, unless you publicly announce its contents earlier, we plan 
no further distribution of this report until 30 days from its issue date. At 
that time, we will send copies of this letter to the Secretary of Labor and 
othfr interested parties. 
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If you or your staff have any questions about this report, please contact 
Robert T. Rogers, Assistant Director, at (313) 256-8011. Other major 
contributors to this report were Cynthia A. Neal and Lynda L. Racey. 

Sincerely yours. 




Linda G. Morra 
Director, Education 
and Employment Issues 
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Scope and Methodology 



To determine whether Labor made the changes needed to pro\ade sei-vices 
to NAFTA-affected workers, we interviewed officials from the Department 
of Labor’s Office of Trade Adjustment Assistance regarding the 
implementation of the nafta-taa program and analyzed nationwide 
petition data collected by Labor. The data covered the first 9 months of the 
program and included the number of petitions filed, number of workers 
certified, and time frames in which the determinations were completed. 

We then selected four states— Michigan, Pennsylvania, Tennessee, and 
Washington — for further rewew. These states represented a cross section 
of experience in the number of petitions filed and the number of workers 
enrolled in training (see fig. I.l). 
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Fig ure \A: Petitions Filed by State 
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In each state, we selected one certified petition, which we tracked at the 
local level. These four petitions covered approximately 1,026 workers. We 
also spoke with state and local officials in each of the four states regarding 
implementation of the najta-taa program and the services provided 
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nafta-taa participants. At the state level, we sp>oke with officials regarding 
program administration, including the governor’s role in the certification 
process. We met with local providers and reviewed the services provided 
NAFTA-certified workers. We also interviewed several najta-taa program 
participants regarding their experiences with the program. 

In addition, we spoke with officials from the National Governor’s 
i\ssociation; the International Union, United Automobile, Aerospace, and 
Agricultural Implement Workers of America; and the American Federation 
of Labor and Congress of Industrial Organizations regarding 
implementation of the nai=ta-taa program. 

We did oui- work between April and October 1994. We did not verify the 
data Labor provided to us, nor did we verify the accuracy or complctene.ss 
of Labor’s determinations. 



■'in a prior study. I)islot;atcd}y<)r]<ors: Trade Adjustment Assistmtee Program Flawed 
(GAO/MIKD-HTd. Out. Id. Vm). wcMhstiniaied 'that r»d perceiitTif the TA\ pcl7U(rnsTilt-d in UltK) and 
IdfM had flaweti inv(‘stigations .Many of th(*se llaw.s ap|ieared to be thi* result of pressure to complete 
the c(>mp*lex invt'stigatums in bO days. 
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